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1. SUMMARY: RECENT STATEMENTS BY DEPUTY PRIME MINISTER AND 
FINANCE MINISTER NOTE GOM CONCERN OVER WORLD ENERGY CRISIS AND 
IMPACT OF OIL SHORTAGE ON MALAYSIAN ECONOMY, ALTHOUGH IT POINTED 
OUT THAT MALAYSIA NOT CRITICALLY THREATENED AT PRESENT. 

GOM ACKNOWLEDGES NEVERTHELESS THAT WORLD-WIDE ECONOMIC RECESSION 
AND EUEL SUPPLY DIFFICULTIES COULD PUT DAMPER ON ECONOMY, THUS 
THREATENING SECOND MALAYSIA PLAN DEVELOPMENT GOALS. END SUMMARY. 

2. IN PARLIAMENT DEC 4, DEPUTY PRIME MINISTER HUSSEIN ONN, 

REPLYING TO CRITICISMS OF SECOND MALAYSIA PLAN MID-TERM REVIEW 
(SEPARATE EMBASSY REPORT FORTHCOMING), HIGHLIGHTED SERIOUS- 
NESS OF WORLD ENERGY SITUATION WHICH COULD LEAD TO "FURTHER 
SLOWING DOWN OF WORLD ECONOMIC ACTIVITY AND EVEN TO 
RECESSIONARY CONDITIONS IN INDUSTRIALIZED COUNTRIES, WITH 
ADVERSE EFFECTS ON OUR EXPORTS." 
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ON THE OTHER HAND, HUSSEIN NOTED ENERGY CRISIS COULD ALSO LEAD 
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TO GREATER DEMAND EOR NON-PETROLEUM BASED PRODUCTS, 

PARTICULARLY NATURAL RUBBER. NET EEFECT OF WORLD DEVELOPMENTS ON 
MALAYSIA DIEEICULT TO FORETELL AND GOVT WILL WATCH SITUATION 
CLOSELY, AT SAME TIME GUARDING AGAINST BEING "UNNECESSARILY 
ALARMIST." 

3. PRESENTING 1974 BUDGET TO PARLIAMENT DEC 5, EINANCE MINISTER 
TUN TAN SIEW SIN SAID THAT, DUE TO OIL CRISIS, IT 

DIEEICULT TO FORECAST 1974 WORLD ECONOMIC TRENDS. NEVERTHELESS, 

GOM EXPECTS SLOWER GROWTH AND CONTINUED INELATION EOR 
INDUSTRIALIZED COUNTRIES IN 1974 WITH POSSIBLE DECREASE IN DEMAND 
EOR MALAYSIAN PRIMARY COMMODITIES AS NOTED IN HUSSEIN ONN 
STATEMENT ABOVE. TUN TAN ALSO SAID THAT RATE OF EXPANSION OP 
MALAYSIAN ECONOMY WILL PROBABLY DECLINE BUT IS STILL EXPECTED 
TO SUSTAIN HIGH RATE OP GROWTH OP ABOUT SEVEN PERCENT AT 
CONSTANT PRICES (SEE ADDITIONAL PORTHCOMING REPORT ON BUDGET 
MESSAGE). 

4. COMMENT: SECOND MALAYSIA PLAN MID-TERM REVIEW PROJECTS SUS- 
TAINED GROWTH OP MALAYSIAN ECONOMY AT 7.1 PERCENT PER YEAR IN 
1974-1990 TIME FRAME, AN OBJECTIVE THAT COULD BE SERIOUSLY 
JEOPARDIZED IN NEAR TERM BY PETROLEUM SHORTAGES. AS NOTED 
REFTEL, DISLOCATION TO MALAYSIAN ECONOMY BY CURRENT IMPACT OP 
GLOBAL OIL CRISIS IS NOT AS SERIOUS AS IN MANY COUNTRIES, BUT 
LONG-TERM DEVELOPMENT OBJECTIVES COULD WELL BE APPECTED BY 
PAILURE OP ECONOMY TO EXPAND AS RAPIDLY AS IN RECENT PAST, 

THUS CREATING NEW POLITICAL DIPFICULTIES AND TIPPING 
DELICATE RACIAL BALANCE ON WHICH SECOND MALAYSIA PLAN IS 
PREDICATED. GOM REACTION TO OIL CRISIS, AS REFLECTED IN 
MINISTERIAL STATEMENTS AND REPTEL ASSESSMENT, HAS BEEN LOW- 

KEY AND CAUTIOUS, SEEKING TO RETAIN PUBLIC CONFIDENCE THAT MALAYSIA 
IS STILL IN GOOD POSITION. 

LYDMAN 
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